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§1.21-4

the surviving spouse remarries before
the end of the taxable year in which
the deceased spouse dies, a credit may
be allowed on the decedent spouse(s
separate return.

[T.D. 9354, 72 FR 45341, Aug. 14, 2007]

§1.21-4 Payments to certain related
individuals.

(a) In general. A credit is not allowed
under section 21 for any amount paid
by the taxpayer to an individual—

(1) For whom a deduction under sec-
tion 151(c) (relating to deductions for
personal exemptions for dependents) is
allowable either to the taxpayer or the
taxpayer’s spouse for the taxable year;

(2) Who is a child of the taxpayer
(within the meaning of section 152(f)(1)
for taxable years beginning after De-
cember 31, 2004, and section 151(c)(3) for
taxable years beginning before January
1, 2005) and is under age 19 at the close
of the taxable year;

(3) Who is the spouse of the taxpayer
at any time during the taxable year; or

(4) Who is the parent of the tax-
payer’s child who is a qualifying indi-
vidual described in §1.21-1(b)(1)(i) or
(b)(2)(D).

(b) Payments to partnerships or other
entities. In general, paragraph (a) of
this section does not apply to services
performed by partnerships or other en-
tities. If, however, the partnership or
other entity is established or main-
tained primarily to avoid the applica-
tion of paragraph (a) of this section to
permit the taxpayer to claim the cred-
it, for purposes of section 21, the pay-
ments of employment-related expenses
are treated as made directly to each
partner or owner in proportion to that
partner’s or owner’s ownership inter-
est. Whether a partnership or other en-
tity is established or maintained to
avoid the application of paragraph (a)
of this section is determined based on
the facts and circumstances, including
whether the partnership or other enti-
ty is established for the primary pur-
pose of caring for the taxpayer’s quali-
fying individual or providing household
services to the taxpayer.

(c) Examples. The provisions of this
section are illustrated by the following
examples:
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Example 1. During 2007, X pays $5,000 to her
mother for the care of X’s 5-year old child
who is a qualifying individual. The expenses
otherwise qualify as employment-related ex-
penses. X’s mother is not her dependent. X
may take into account under section 21 the
amounts paid to her mother for the care of
X’s child.

Example 2. Y is divorced and has custody of
his 5-year old child, who is a qualifying indi-
vidual. Y pays $6,000 during 2007 to Z, who is
his ex-wife and the child’s mother, for the
care of the child. The expenses otherwise
qualify as employment-related expenses.
Under paragraph (a)(4) of this section, Y may
not take into account under section 21 the
amounts paid to Z because Z is the child’s
mother.

Example 3. The facts are the same as in Ex-
ample 2, except that Z is not the mother of
Y’s child. Y may take into account under
section 21 the amounts paid to Z.

[T.D. 9354, 72 FR 45341, Aug. 14, 2007]

§1.23-1 Residential energy credit.

(a) General rule. Section 23 or former
section 44C provides a residential en-
ergy credit against the tax imposed by
chapter 1 of the Internal Revenue Code.
The credit is an amount equal to the
individual’s qualified energy conserva-
tion expenditures (set out in paragraph
(b)) plus the individual’s qualified re-
newable energy source expenditures
(set out in paragraph (c)) for the tax-
able year. However, the credit is sub-
ject to the limitations described in
paragraph (d) and the special rules con-
tained in §1.23-3. The credit is non-
refundable (that is, the credit may not
exceed an individual’s tax liability for
the taxable year). However, any unused
credit may be carried over to suc-
ceeding years to the extent permitted
under paragraph (e). Renters as well as
owners of a dwelling unit may qualify
for the credit. See §1.23-3(h) for the
rules relating to the allocation of the
credit in the case of joint occupants of
a dwelling unit.

(b) Qualified energy conservation ex-
penditures. In the case of any dwelling
unit, the qualified energy conservation
expenditures are 15 percent of the en-
ergy conservation expenditures made
by the taxpayer with respect to the
dwelling unit during the taxable year,
but not in excess of $2,000 of such ex-
penditures. See §1.23-2(a) for the defini-
tion of energy conservation expendi-
tures.
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